The purpose of this study is to investigate the impact of independent directors on the performance of Italian listed firms on the Milan Stock Exchange during the period 2006-2015. After applying a Fixed Effect Model, the empirical findings suggest that the composition of the board may affect corporate performances and, more specifically, a significant relationship emerges between the presence of independent directors within the Board and company results. Specifically, independent directors and independent female directors positively affect firm performance. Diversely, independent busy directors, those with hold more than three directorship in other boards, do not affect performance.
Introduction
The purpose of many studies on corporate governance is to seek a relationship between board characteristics and company performance. A large part of the economic literature, in fact, analyzes the main determinants of governance mechanisms in order to verify their effect on business performance (Core, Guay, & Rusticus, 2006; La Porta, Lopez-de-SIlanes, Shleifer, & Vishny, 1998) . In particular, in recent years many university researchers have moved their research interests on characteristics of the board of directors (Daily, Dalton, & Cannella, 2003; Di Pietra, Grambovas, Raonic, & Riccaboni, 2008) . Despite this, the empirical evidence on the relationship between the composition of the board and financial performance is still uncertain (Dalton, Daily, Ellstrand, & Johnson, 1998; Dalton, Daily, Johnson, & Ellstrand, 1999; Minichilli, Zattoni, & Zona, 2009 ). An important theme is represented by the investigation of the personal characteristics that members of the board should have to improve the control of the management's work and to provide a valid support to the decision-making process of the company (Hermalin & Weisbach, 2001; Stiles & Taylor 2001; Zattoni, 2006) .
The attention given by scholars to the composition of the Board of directors is justified by the fact that top management is appointed in the same place. The main shareholders often heavily manage the board of directors of listed Italian companies. Therefore, there is little space for minority shareholders. The presence of a board of directors, designed with regard to the international best practices, should be able to mitigate agency problems (Jensen, 1993) and encourage managers to work properly to ensure the satisfaction of stakeholders' interests. The board of directors should be capable to prevent opportunistic behavior both of the controlling shareholder and of the managers: in this way, agency costs deriving from opportunistic managerial interventions can be limited. The category of independent directors is considered most appropriate to supervise managerial operations and the pursuit of social interest by the same subject, to prevent opportunistic behavior or influenced by extra-social interest of the executive directors. Many authors have identified independent directors as a valuable tool to achieve this aim. Other studies, however, have criticized the useful of this figure, considering it impossible to import this type of administrator into our system because of it having been developed in an American and British context, one very different from Italian markets.
The debate on the part of independent members in the boards, as controllers of management which tendentially pursues personal interests, is already present in Fama & Jensen (1983) , according to which the optimal structure of the board of directors requires executive directors, supported by non-executive directors who should intervene when it is necessary to make strategic decisions and to resolve potential conflicts of interest between managers and shareholders. This kind of directors, having no particular links with the company, is less likely to be involved in collusive agreements with the management. Lorsch & MacIver (1989) also state that independent directors, owing to their position, are able to value and monitor the company's activities. Byrd and Hickman, (1992) note that independent directors are responsible for protecting and promoting the interests of minority shareholders (Fernandes, 2008) . Finally, Milstein (1993) defines "constructive tension" the connections between shareholders and directors and between members of the board and managers in case in which the independence of a part of the Board of directors is credible. According to Bhagat and Black (2001) , the independent directors represent institutions useful to support shareholders in identifying problems of transparency and disclosure of information.
The goal of our study is to test the existence of a relationship between the percentages of independent directors in the boards and the performance of Italian listed companies, considering both the personal characteristics and professional experiences of the independent members, as gender and other directorships held in companies.
The paper is divided into three main sections. The second paragraph describes the literature about the independent directors and company performance, and illustrates the research hypotheses. Successively, we present the sample and the econometric model applied for the empirical analysis. Lastly, we discuss the results of the empirical analysis and the main conclusions.
Research Hypotheses
The literature aimed to study the effects of the presence of independent directors on the performance of companies is increasing following the recent international financial crisis. The number of independent directors is growing in listed companies throughout the world. For this reason, the literature has been enriched with empirical contributions aimed to measure the effects of their presence on the performances of the boards and on those of the company. According to several studies, the presence of independent directors has positive effects on the ability to attract foreign investors. In addition, the studies that investigate the link between the presence of independent directors and performance indicate, in most cases, positive effects on performance when the percentage of non-executive directors rises.
The hypotheses that we intend to investigate with the present contribution, based on an institutional context such as the Italian one, are illustrated below:
Independent Directors and Firm Performance
Following the Agency theorists, the board of directors must perform its functions in order to ensure an efficient management of the company and improve the business results. Furthermore, it must protect shareholders from any operations carried out by managers in their own interests. Dittmar and Mahrt-Smith (2007) verify that companies characterized by weak corporate governance use internal resources in an inefficient way, causing a decline in firm value. Whether the use of resources by the manager is poorly controlled the same resources are exposed to the pursuit of useless investments (Jensen & Meckling, 1976) or simply to derive personal advantages despite the global enterprise value. An increase in the independence of the board of directors can give a stronger corporate governance, capable of adequately protecting the interests of all shareholders and, at the same time, providing excellent monitoring of managerial operations. The independent directors are more likely to protect the interests of shareholders than the other directors (Volonté, 2015) and to remove the non-performing CEOs (Weisbach, 1988) . Much empirical evidence underlines the safeguard role that independent directors face in the presence of agency problems. A greater number of independent members, who are undoubtedly in a better position to monitor managers (Dunn, 1987) , is needed to observe their work carefully and thus gain a better understanding of company strategies (Rubino, Tenuta, & Cambrea, 2016) . Moreover, they are particularly interested in safeguarding their professional reputation as "over the top" advisors (Fama & Jensen, 1983) . Therefore, they perform their duties with complete transparency and diligence. In addition, boards of directors that involve numerous independent members may reduce the managerial domain and information asymmetry (Rubino, Tenuta, & Cambrea, 2016) and improve the board's effectiveness in advising company operations (Chahine & Filatotchev, 2008) . Gani & Jermias (2006) have highlighted that board independence has a greater effect for companies that pursue a cost-efficiency strategy because they benefit more from the independence and monitoring of the board. In companies that pursue an innovation strategy, instead, the control of independents could limit the initiatives of managers to undertake innovative actions and new investments. Based on these considerations, it is assumed that an increase in independent directors will lead to better business performance.
Independent Busy Directors and Firm Performance
The question of administrators who sit on different board of directors can be analyzed from two points of view (Tenuta & Cambrea, 2016) . On the one hand, the reputation effect (Jiraporn et al., 2009 ), provides business benefits and recognizes the status of excellent administrators to members who cover the board of directors simultaneously in multiple boards. Thanks to their experience, they would be able to monitor management effectively and improve the internal process of the board of directors. On the other hand, "busy" directors might tend to dedicate less time to each company, implicating their responsibilities and reducing the activities on managerial monitoring (Ferris, Jagannathan, & Pritchard, 2003) , creating, in this way, serious problems of agency and an involution of company consultancy (Lipton & Lorsch, 1992) . The empirical evidence (Pfeffer & Salancik, 1978; Zahra & Pearce; shows that the busy directors are favored by external markets. They can take advantage of their own professional knowledge and provide several benefits to the firm in which they sit on the boards. Masulis & Mobbs (2011) also show that busy directors, thanks to their experience and skills, are able to improve the company's performance. In addition, they are valid alternatives for the rotation of the CEO of the companies in which they hold a position. For these reasons, the CEO is encouraged to improve company performance, minimizing possible opportunistic behavior. Some scholars, however, are more dubious about the consideration that "busy" directors can satisfy the interests of shareholders and create added value to the company. Core, Holthausen, & Larcker (1999) argue that these administrators can be too busy and consequently unable to monitor enterprise management effectively at the same time in many businesses. In the same way, Jiraporn et al. (2009) highlight that "busy" directors attend less frequently board meetings, increasing the unfavourable possibility to not participate in determining important decisions about the company strategies. Shivdasani & Yermack (1999) , argue that busy administrators can determine an increase in agency costs, which destroy business value, because of a low monitoring of managers' actions. Fich & Shivdasani (2006) , confirm that the increase in the number of busy directors leads to a drop in the intensity of control over management. From the analysis of the literature are derived two conflicting results, which do not allow the explicit prediction of the relationship between busy governance and company performance. Despite this, it is hypothesized that their presence on the Board of directors is certainly able to influence the company's performance in one of the hypothetical directions.
H.2: Independent busy directors, those who sit on three or more other corporate boards taken from minority lists influence company performance.
Independent Female Directors and Firm Performance
The recent law that aims to increment the percentage of female directors of listed companies have made the issue concerning gender diversity on the board of directors the subject of considerable interest by scholars from all over the world. Consequently, for some years, lot of researchers have begun to explore the role of female directors on the board through their exclusive capabilities and their ability to affect corporate performance. However, the empirical evidence shows mixed results regarding the relationship between female directors and performance.
Female representation in the organs of the company not only enlarges the filed of potential directors from which administrators can be designated, but also provides the opportunity to differentiate the directors' profiles within the board, adding new point of view that can not be enjoyed on male boards of directors (Hillman et al., 2007) . Huse & Solberg (2006) suggest that gender diversity improves the organizational value and the performance of companies, thanks to skills and points of view different from those of men.
The importance of gender diversity on the board can also be explained according to the agency theory. Numerous studies (Adams & Funk, 2012; Rhode & Packel, 2014; Carter et al., 2003) see a better ability to monitor the behavior of managers in order to act in the interest of shareholders in a heterogeneous Board. A diverse board, composed of subjects with various cultural knowledges is the bearer of many different points of view, which will contribute, among other things, to making management more vigilant. Taking into consideration these assumptions, the presence of women on the board should increase the profits of a company, reduce the agency problems and improve the ability to control (Rubino, Tenuta, & Cambrea, 2016) . Terjesen, Couto, and Francisco (2015) show that an independent board has a positive effect on corporate performance when in the board there are female directors. Diversely, when there are no women or there are few, the main effect is negative. This suggests that the presence of independent directors is dangerous to company performance. The study by Liu, Wei, & Xei (2014) shows that independent directors do not have such a positive and significant impact on the performance of companies, indeed a more positive effect is given by women with executive positions.
ijbm.ccsenet.org International Journal of Business and Management Vol. 13, No. 9; By the analysis of the purchase offers of 1500 companies belonging to the S&P index, Levi, Li and Zhang (2014) show that women directors helps to enhance shareholder value, because they are less likely to waste internal financial resources. Therefore, female members can save cash resources that could be used in profitable investment projects (Rubino, Tenuta, & Cambrea, 2016) . Nevertheless, it is empirical evidence that shows how excessive monitoring of management can decreasing firm value (Almazan & Suarez, 2003) . Adams & Ferreira (2007) underline how greater interference by directors in the decision-making process could lead to difficulties in communicating among the directors. In this case, gender diversity may influence firm performance negatively. Ahern & Dittmar (2012) find, on a sample of Norwegian companies, a negative link between a quota of women and firm value, due to the presence of female directors with no experience as members of the boards. Even Adams & Ferreira (2009), despite having verified empirically that the gender diversity of the board is positively correlated with the effectiveness of its operations, in a sample of US companies, find a negative relationship between the diversity of the board and the business performance. The authors ascribing the result to the excessive supervision of the female directors. Despite this, most of empirical researches find a positive effect of female on performance, thus we expect that the presence of independent female directors can affect the company's performance positively.
H.3: Independent female directors positively affect company performance.
Sample and Methodology
The hypotheses are tested on a sample of Italian listed industrial firms from the Stock Exchange in Milan, including in Datastream for the period 2006-2015 (10 years). Corporate board data were hand-collected from the official annual reports on corporate governance firms. All financial variables data come from Datastream, one of the most updated sources for financial information on listed companies. From the initial sample of companies, we excluded companies belonging to the financial sector. Thus, for the empirical analysis, we used a balanced panel of 2045 observations and 210 companies, for which we have a complete set of financial and governance data.
To test the effect of Independent directors on firm performance, the following empirical model is applied: As a proxy for firm performance in the study we used ROA, measured as operating income divided by total assets. Considering that the operating performance can be affected by sector, we use a correct index by sector, industry adjusted ROA. Specifically, it is defined as a firm's ROA less the average ROA for firms in the same industry according to the Italian Stock Exchange's industry classification.
To test the hypotheses previously described, our study employs four specific variables of corporate governance. Independent directors are identified by the ratio of independent directors and the number of directors on the board. Independent busy directors are the percentage of independent directors nominated by the minority shareholders who hold more than three directorships. It is a proxy to capture the experience of each member of the board and it is identified by the ratio between the number of independent directors elected by the minority list and with more than three roles in other companies and board size. Independent female directors are the percentage of women independent directors on the board. Information about the structure of the boards of directors were hand-collected by referring to the annual reports on Italian corporate governance reports.
In order to control the firm-specific effects, in the model there are some control variables such as cash holdings, size, leverage, cash flow, tangibility and Duality CEO. To identify the variables to be used in the empirical analysis, we refer to previous studies (Anderson & Reeb, 2003; Villalonga & Amit, 2006; Andres, 2008) , which consider them as important determinants of firm performance. Cash holdings variable, representative of cash reserves, is given by the ratio of cash and cash equivalents to total assets (Ozkan A. & Ozkan N., 2004) . Size, measured as the natural logarithm of total assets, shows how a superior firm size, offering greater capital guarantees and stability of cash flows, should be inversely proportional to the probability of default. Leverage, calculated as total debt to total assets, helps monitor the ability to acquire additional external financial resources. Cash flows is measured by the ratio between the sum of the pre-tax result plus depreciation and amortization, and total assets. Growth opportunity is measured by the ratio of book value of total assets less the book value of equity plus the market value of equity divided by book value of total assets. CEO duality is a dummy variable that takes value equal to one if the CEO is also the chairman of the board and zero otherwise. Net Working Capital is a measure of liquidity and solvency and is defined as inventories plus receivables minus payables, less cash and cash equivalents, divided by total assets.
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International Journal of Business and Management Vol. 13, No. 9; Table 3 presents the main descriptive statistics for the sample. Referring to the presence of independent directors on the board and their characteristics, the results show that the independent directors are, on average, 39% of the members of the board. Only 2% of the members of the board are the interlocked independent directors elected by minority shareholders. Finally, women independent directors represent 5% of the board's members. With reference to the other characteristics of the board, the results indicate that, on average, the CEO is also the Chairman of the Board of directors in 27% of the cases. (0.000) (0.000) (0.737) (0.001) (0.081) (0.691) (0.000) (0.000) (0.000) (0.038)
Analyses and Results

Descriptive Statistics and Correlations
Observing the correlation between ROA and corporate governance variables, we note that there is no significant correlation between the independent directors' variables and performance. On the other hand, we note a positive and significant correlation with the financial characteristics of the company. In particular, cash holdings, cash flow and size are positively correlated to our dependent variable. On the contrary, consistent with the previous literature, the ROA is negatively and significantly correlated with the debt.
International Journal of Business and Management Vol. 13, No. 9; The following table show the results of the empirical analysis that investigates the relationship between independent directors and firm performance. Because employing OLS regressions can determine inaccurate results and to mitigate heterogeneity problems, a fixed effect panel model is applied. The decision to make this econometric technique comes from by other studies that examine the link between governance and company performance (Adams & Ferreira, 2009; Ahern & Dittmar; 2012) . Table 3 . Independent directors and firm performance The empirical analysis aims to evaluate the relationship between the independent directors and their characteristics, such as their experience and their gender, and firm performance. With reference to the effect of the control variables on firm performance, the variables related to cash holdings, cash flow, growth opportunity and net working capital are positively correlated to company performance. Diversely, we identify a negative relationship between the performance and leverage.
About research hypotheses previously formulated, the empirical results reported in column (1) of table 3 confirm hypothesis H.1. The coefficient of Independent directors' variable is positive and statistically significant (β = 0.0414, p< 0.01). Thus, a board characterized by a high fraction of independent directors improves the business performance. The positive effect is coherent with the perspective of Chahine and Filatotchev (2008) , who argue that boards with a large percentage of independent directors not only monitor the management operations, but also enhance the efficiency and effectiveness of the entire board. The main shareholder wishes to select, as independent directors on the board, subjects with strong professional capabilities and not looking at any personal links. Consequently, having some confidence in independent directors on the board, with whom there is a durable effect, can improve the company and its performance.
On contrary, our second hypothesis, concerning the percentage of the independent busy directors, members who hold more than three directorships in other companies, has not been verified. Therefore, a board with independent directors that held directorships on other boards, so members with lot of experiences and strong skills, are not able to influence firm performance. The results do not recognize both the benefits deriving from the reputational effect ijbm.ccsenet.org
International Journal of Business and Management Vol. 13, No. 9; (Jiraporn et al., 2009 ) and the disadvantages deriving from the agency perspective (Carpenter & Westphal, 2001 ).
Finally, the last hypothesis regarding the implications of the presence of female independent directors on the company is verified because the variable Independent female directors is positive and statistically significant (β = 0.0538, p < 0.10). The results confirm the numerous studies that have highlighted the presence of considerable benefits for companies that have female governance in their boards. Our findings agree with the considerations made by the agency theory, which claims that the presence of women on the board should increase the profits of a company, since they would reduce the agency issues within the companies and improve the ability to control the managers. Over the last few years, the process of expansive policies of gender quotas has begun in Italian listed companies. Therefore, their current presence on company boards is still very limited. According to the Critical Mass Theory (Erkut, Kramer, & Konrad, 2008) , the contribution of women on the boards can make a difference and therefore be bearers of real innovations in business, but their number must be at least three women (Torchia, Calabro, Huse, & Brogi, 2010) .
Conclusions
This paper analyzed the role and figure of independent directors within the corporate governance of Italian listed firms, taking into account the legislative process that led to the current definition of the corporate governance model, showing its peculiarities and analyzing the changes brought about by recent regulatory changes. The objective of the analysis was to verify the existence of a relationship between the presences of independent directors on the BoDs, also considering the positions held in the company, and the corporate performance of the Italian listed companies observed over the period 2006-2015. Considering a sample of 2045 observations and 210 companies, we focused on the characteristics of the independent directors, which can affect, both positively and negatively, the quality of board monitoring.
The empirical results show that board of directors affects business performance. These results display a significant relationship between the presence of independent directors within the Board of directors and company performance. Specifically, companies with large percentage of independent members determine a better performance. The result obtained seems to confirm what was previously achieved by other studies. In fact, also Chahine & Filatotchev (2008) reveal a positive impact of independent directors on business performance, increasing the quality of monitoring on any management opportunistic behavior and improving the board's effectiveness in advising business operations. To reinforce this concept, also Masulis & Mobbs (2011) , thanks to a study on a sample of US firms belonging to the S&P 1500, state that the firms in which there are independent directors present better performances in terms of ratios balance sheet.
According to the empirical literature (Masulis & Mobbs, 2011; Pfeffer & Salancik, 1978; Zahra & Pearce, 1989) busy directors are good administrators for the companies. Consequently, academic researchers argue that busy directors are preferred thanks to their skills that allow them to better supervise management. In addition, they are able to improve board decision-making ability. They can help the firm to have better access to external credit markets. All these reasons lead to improving the financial performance. In the same way, however, as the results of this work show, the figure of "independent busy directors", especially those taken from the minority list, do not have an effect on the company and therefore do not significantly affect business performance. This must be analyzed and assessed according to the type of directors. It can be said that the independents drawn from the minority list are not so inclined to an efficient monitoring on management.
With reference to the last hypothesis, when we analyze female governance, we note that when they hold the role of independent directors, they influence company business performance positively. All this confirms what has already been affirmed by numerous studies, that women are much more precise and effective when they perform a monitoring function on the management's work. Moreover, they are not influential and protect the interests of shareholders avoiding the possible conflicts that can be created with managers. They appear to be even more severe monitors (Adams & Ferreira, 2009 ).
The research result allows some interesting implications for the management of the companies to be drawn consistent with the CONSOB vision and the self-regulatory code, reinforcing the vision of the agency theory. Therefore, when future board members are elected, it is desirable to comply not only with the suggestions made by the supervisory, but also with the results deriving from detailed empirical studies. The evidence emerged from the study must be interpreted taking into consideration the limit deriving from the use of a sample of only Italian companies. Indeed, although this work contributes with the practical implications to expand the current literature on independent directors, there are also few limitations that must be acknowledged. For instance, the study relies on a single country, which is relatively small sample in terms of a number of listed companies, whereas a more extensive study, preferably a cross-country analysis, could provide a richer dataset of observations. Moreover,
